Assessing the impact of cost-sharing on utilization of health care is a critical issue in health economics and health policy. We exploit a subsidy policy which reduces costsharing for inpatient and outpatient services for children in Japan in order to investigate two types of effect: the effect of reducing cost-sharing for inpatient care on hospital admissions (the own-price effect); the effect of reducing cost-sharing for outpatient services on hospital admissions (the cross-price effect). Using DPC data, administrative admission data, we find that reduction in cost-sharing for inpatient care significantly increases the number of admissions. We also find that a decrease in cost-sharing for outpatient care has a positive but insignificant effect on overall hospital admissions.
